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CHESTER B, FELDBERG
EXECUTIVE Vice PRESIDENT

July 18, 1995

Mr. Joseph P. O'Neil

Commissioner of Financial Ingtitutions

Office of the Commissioner of Financial Institutions
Commonwealth of Puerto Rico

1492 Ponce de Leon Avenue, Suite 600

San Juan, Puerto Rico 00907-4127

Dear Mf. O'Neil:

As you know, the Commissicner's Office and the Federal
Regerve have long cooperated in a variety of ways in the
gupervision of Banponce Corporation and Banco Popular de Puerto
Rico. Recognizing the beneficial effects of such Commonwealth-
federal cooperation,. the Riegle Community Development and
Regulatory Improvement Act of 1994 directed the Federal Financial
Institutions Examination Council to issue guidelines for our
accepting Commonwealth reports of examination. I am enclosing,
for your information, a copy of these guidelines, which are being
published in the Federal Register.

I do not anticipate that these guidelines will affect the
close working relationship that our respective agencies have

developed over the years. In fact, I look forward to continuing
to build on this strong relatlonshlp

\
Sincerely yours,

Enclosure

cc:  Mr., Michael J. Zamorski,
Acting Regional Director e
Federal Deposit Insurance Corporation
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Federal Financial Institutions Examination Council

/

2100 Pennsylvania Avenue, NW, Suite 200 » Washington, DC 20037 + i202) 634-0728 FAX (202)634-6356

PRESS RELEARSE

For immediate release June 22, 1995

The Federal Financial Institutions Examination Counéil (FFIEC)
announced today..its adoption. of Guidelirnes for Relying on State
Examinations. The guidelines were issued pursuant to section 349
of the Riegle Community Development and Regulatory Improvement Act
of 1994 and will be effective upon publication in the Federal
Register.

Section 349 requires the FFIEC to issue guidelines,
establishing standards for the purpose of determining the
acceptability qf State reports.of examination under section 10{d)
of the Federal Deposit Insurance Act. The guidelines describe the
current working relationships with the States and sets forth
general criteria for determining the acceptability of State
reports. Section 349 states that the standards are to be used at
tﬁe discretion of the appropriate Federal banking égency;

The guidelines were drafted by an interagency working group
consisting of representatives of the Federal Deposit Insurance
Corporation, the Federal Reserve Board; the O0Office of the
Comptroller of the Currency, the Office of Thrift Supervisiqn, and
the FFIEC's State Liaison Committee.

# # #

Board of Governars of the Federal Reserve System, Federal Deposit Insurance Corpoeration. National Credit Union Administfation,
Office of the Comptrotler of the Currency. Office of Thrift Supervision




[Billing Code 6210-01-M]
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIIL
Guidelines for Relying onAState Examinations
Agency: Federal Financial Institutions Examination Coun..il
ACTION: Notice and Final Guidelines.,
SUMMARY: The Federal Financial Institutions Examination Council
(FFIEC) announces the adoption of its Guidelines for Relying on
State Examinations pursuant to section 349 of the Riegle Community
Development and Regulatory Improvement Act of 1994 (CDRI Act),
codified at 12 U.S.C. 1820(d) (9). This section requires the FFIEC
to issue guidelines establishing standards for thé purpose of
determining the acceptability of State reports of examination under
section 10(d) (3) of the Federal Deposit Insurance Act (FDI Act), 12
U.S.C. 1820(d)(3). Under section 10(d)(3), a Federal banking -
agency may conduct an annual, on-site examination of an insufed
depository institution in alternate 12-month periods (except those
insured institutions with total assets of less than $250 million
for which an 18-month examination cycle Qs permitted) if the
Federal banking agency determines that a State examination of that
instifution conducted during the intervening period is adequate.
Section 349 of the CDRI Act states that the standards issued by the
FFIEC are to be used at the discretion of the appropriate Federal
banking agency.
EFFECTIVE DATE: These guidelines are effective on [Insert date of
publication in the Federal Register].
FOR FURTHER INFORMATION CGN"I‘ACT:

BOARD: Frederick M. Struble, Associate Director, (202/452-=3794),
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Division of Banking Supervision and Regulation, Boa;d of Governors
of the Federal Reserve System. For the hearingfimpaired only,
Telecommunication Device for the Deaf (TDD), Doroﬁhea Thompson
(202/452-3544), Board of Governors of the Federal Reserve System,
20th and C Streets, NW., Washington, DC 20551,
FDIC: Daniel M. Gautsch, Examination Specialist, (202/898-6912),

Office of Policy, Division of Supervision, or Ken A. Quincy,

Section Chief, (202/942-3083), Corsuner "Compliance & Ahalysis =~

Branch, Division of Compliance and Consumer Affairs. For legal
issues, Lisa R.ichavérria, Attorney, (202/898-6891), Supe:vision
and Legislation Branch, Federal Deposit Insurance Corporation, 550
17th Street, NW., Washington, DC 20429.

occ: Bill Morris, National Bank Examiner, (202/874»5190), Office
of the Chief National Bank Examiner, Office of the Comptroll.:r of
the Currency, 250 E Street, SW., Washington DC 20219.

OTS: Scott M. Albinson, Special Assistant to the Director of
Supervision, (202/908-7984), Sﬁpervisioh, Office of Thrift
Supervision, 1700 G. Street, NW., Washington, DC 20552.
SUPPLEMENTARY INFORMATION: The supervisory divisions of the
Federal Deposit Insurance Corporation, the Board of Governors of
the Fedéral Reserve System and the Office of Thrift Supervision
(Federal banking agéncies) responsible for the examination of
state-chartered, insured depository institutions, and the branches
and agencies of foreign banks that have been. chartered by the

States have a long history of coordinating with the State banking
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departments' in fulfilling a mutual goal of promoting a safe and
sound banking system.? It is recognized that this élose cooperation
between the Federal and State regulators promotes efficiency in the
examination process, reduces the regulatory burden on state-
chartered, insured depository institutions, and improves the
supervisqry process.

The Federal and State banking agencies have worked together,
to varying degrees, in the following areas: '

® Conducting alternate, 3joint and concurrent safety and

soundness examinations of insured depository institutions and

of‘the branches and agencies of fofeign banks that have been

chartered by the States.

¢ Processing safety and soundness examination reports and

applications on a timely basis.

e Using common examination report and application forms.

e Developing and issuing informal (e.g., board resolutions,

memoranda of understanding or other similar agreements) and

formal enforcement actions.

e Exchanging supervisory information.

e Offering Federal agency training programs to State

Examiners.

e Providing access to the Federal agency data bases.

! The term "State banking department" includes any separate
thrift department or division of a State.

2 . The Office of the.Comptroller of the Currency is not
responsible for the supervision and regulation of any state-
chartered, insured depository institutions.
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The Federal banking agencies intend to continue these
cooperative efforts to the maximum extent pos;ible. It is
recognized, however, that the adeguacy of State budgeting, examiner
staffing, and training are important factors to-enhancing Federal
and State coordination. Currently, the Federal banking agencies,
individually, have entered into formal or informal arrangements or
working agreements with most State banking departments. These
working agreements or informal'arrangementS'generally'address tﬁe
following areas:

e The number of state-chartered, insured institutions to be

examined on an alternating basis by the State banking

department and by the Federal bankiné agency.

e The frequency of safety and soundness examinations.

e The type of examinations to be conducted (independent,

jbint, or concurrent) by each agency.

e The pre-examination procedures to be performed.

e The responsibilities of each aéency for processing reports

of examination.

e The responsibilities of each agency for conducting

specialty examinations (compliance, information systems,

trust, etc.).

e The procedures for coordinating informal and formal

enforcement actions.

~ ® The procedures for processing joint applications.
e The procedures for sharing supervisory information.

These working agreements or informal arrangements are
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structured to permit both Federal and S:tate agencies the
flexibility tc conduct an independent examinatioﬁ'subject only to
notification to the other party. Generally, only institutions
rated "1" or "2" are examined oh an alternating basis allowing for
a reasonable interval between examinations. The appropriate
Federal banking agency and the Sfate banking department

periodically meet and coordinate examination schedules.’

A hallmark of the successful program to date has been this

flexibility to tailor cooperation to the particulars of each State
and to the specifics of individual banks within a State, plus the
reality of changinglcircumstances at both the federal and the State
levels. The FFIEC guidelines strive to maintain that flexibility.
Therefore, the FFIEC issues the following guidelines pursuant
to 12 U.S.C. 1820(d) (9):
GUIDELINES FOR RELYING ON STATE EXAMINATIONS: The Federal banking
agencies will accept and rely on State reports of examination in
all cases in which it'is.determined that State examinations enable -
the Federal banking agencies to effectively carry -out their

supervisory responsibilities. The following criteria may be

3 In 1992, the FDIC and the Federal Reserve, individually,
entered into joint resoclutions with the Conference of State Bank
Supervisors designed to encourage the negotiation and formation of
working agreements with the State banking departments. The
objective of these agreements is te foster closer supervisory
cooperation between the State departments and the FDIC or the
Federal Reserve. The working agreements generally identify those
state-chartered banks that will be examined on an alternating
basis, and other banks that will be examined on a joint or
concurrent basis, if practicable.
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‘considered, in whole or in part, by a Federal banking agency when

~ determining the acceptability of a State reporérof examination

under section 10(d) of the Federal Deposit Insgrance Act:
e The completeness of the State examination report. The
State report of examination of a state=chartered, insured
depository institution or a state-chartered branch or agency
of a foreign bank should contain sufficient information to
pernit a reviewer to make -an independent determination on -the
overall condition of the institution as well as each component
factor and composite rating assigned under the "Uniform
Financial 1Institutions {Rating System" used for insured
‘depository institutions and commonly referfed to as the
WCAMEL" rating system or the ROCA rating system used for
branches and agencies of foreign banks. v .
e The adequacy of documentation maintained routinely by State
examiners to support observations made in examination reports.
® The. ability over time 6f‘a State banking department to
achieve examination objectives. At a minimum, the Federal
banking agencies will consider the adequacy of State
budgeting, examiner staffing and training, and the overall
review and follow~-up examination process of a State banking
department. Accreditation of a State banking department by
the conference of State Bank Superﬁisors is among the factors
that also will be considered.
® The adequacy of any formal or informal arrangement or

working agreement between a State banking department and a




Federal banking agency. ,

The Federal banking agencies, as part of their routine review
of State examination reports, will assess the guality and scope of
the reports to determine whethér they continue to meet the above
general criteria. The Federal banking agencies retain the option
in cases in which a State examination report appears insufficient
or the condition of an insured institution, as indicated in the
examination report or other sources, appears to be seriously
deteriorating, to conduct a follow-up examination.

The appropriate Federal banking ragency and State banking
department will continue to share, discuss and work to resolve any

probléﬁéﬁér concerns regdfdiﬁéwfhe”gacéﬁﬁébility'of each other’s

work or the operation of these guidelines and the alternating
examination program, as well as other issues of mutual interest.

Dated: June 22, 1995

Joe M. Cleaver
Executive Secretary/Federal Financial
Institutions Examination Council




NATIONWIDE COOPERATIVE AGREEMENT

and

NATIONWIDE STATE-FEDERAL
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for
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SUPERVISION |

Adopted November, 1996; Revised December 9, 1997

The Conference of State Bank Supervisors
Washington, DC




On November 13 and 14, 1996, the nation’s state bank supervisors, the Federal
Deposit Insurance Corporation, and the Federal Reserve Board came together to sign two
historic agreements to create a seamless supervisory system for state-chartered banks that

s

operate across state lines.

The agreements were the culmination of two years of effort, building on the
Framework for Cooperative Agreement and State-Federal Protocol approved in May 1996
as well as regional agreements signed in the Mid-Atlantic, Western, Midwestern and New

England states.

Under these agreements, muiti-state, state-chartered banks will deal with a single
regulatory point of contact at both state and federal levels. State-chartered banks will
comply with home state law in almost every area; host state law will apply to state-
chartered bank branches as it does to national bank branches, in the areas of intrastate
branching, community reinvestment, consumer protection and fair lending.

The agreements offer state-chartered banks increased regulatory certainty and
more uniformity. The agrecements are flexible enough to apply to most state-chartered -
banks; however, state regulators, the FDIC and the Federal Reserve will custom-tailor the

agreements to meet the needs of complex organizations.

These agreements mark a historic point in the evolution of our dual banking
system. The state banking departments, FDIC and Federal Reserve Banks are
unanimously committed to making this system work. The result of these agreements will
be a state bank supervisory system that is even stronger and more responsive to the needs

of our citizens and our banks.

Earl L. Manning John L. Bley Neil Milner, CAE
Commissioner, Missouri Superintendent of President and CEO,
Division of Finance Financial Institutions, Conference of State
Chairman, CSBS Washington Bank

Chairman, CSBS Supervisors

Interstate Task Force
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ARTICLE 1. DEFINITIONS

For the purposes of this Agreement:

1. "An emergency” shall include, but not be limited to, the existence of conditions or
circumstances which, if allowed to continue, will likely result in harm to the public.

2. "Enforcement action" means any action whether civil, criminal, administrative, or
equivalent action, to enforce the banking or any other applicable laws.

3. "Federal bank regulatory agency" means the Federal Reserve System in the case of a
bank which is 2 member of the Federal Reserve System or the Federal Deposit Insurance
Corporation in the case of a bank which is not a member of the Federal Reserve System.

4. "Home state" means the state where a multi-state bank is chartered.

5. "Home state supervisor" means the bank supervisory agency of the home state of a
multi-state bank.

6. "Host state" means a state other than the home state of a multi-state bank where the
bank maintains or seeks to establish a branch.

7. "Host state supervisor" means the bank supervisory agency of the host state of a multi-
state bank.

8 "Multi-state bank" means a state-chartered bank that maintains branches in one or more

host states.

9. "Originating authoﬁty" means the bank supervisory agency that originally compiles or
drafts an item of supervisory information.

10. "Supervisory information” means all information and reports compiled or drafted in
the ordinary course of supervising and examining a multi-state bank, including reports of
examination and information relating to applications, complaints, and enforcement

actions, or copies thereof.




ARTICLE 2. STATEMENT OF PURPOSE

Section 2.1. Intent.

On April 20, 1995, the CSBS members unanimously adopted “The Protocol”, the
supervision guidelines for state banking departments in an interstate banking and
branching environment. These guidelines were designed to assist states in their efforts to
maintain competitive, responsive, safe and sound banking services for the citizens of their
states. To achieve these guidelines, The Protocol called for the states to enter into
cooperative agreements tailored to the unique corporate structure and business strategy of
the multi-state banks or institutions involved; hence, a model cooperative agreement,
which provided the basis for this “Agreement”, was developed by the CSBS Interstate

Task Force to assist state banking departments.

Section 2.2. Goals.

The goals of the parties of this Agreement are to promote a comprehensive nationwide
system for safety and soundness of financial institutions, to supervise and examine
" multi-state banks in cooperation with other states, to foster effective coordination and
communication among the parties to facilitate the process of supervision and examination
with the least burden to multi-state banks, and to enhance responsiveness to local needs
and interests in an interstate banking and branching environment.

Section 2.3. Responsibilities.

The parties recognize that the home state supervisor is the primary regulator and will act
as the single point of contact. The home state supervisor is primarily responsible for
supervising its state-chartered banks, including branches that may be established in
various host states. In addition, the parties recognize that host state supervisors have a
legitimate interest in monitoring the safety and soundness of out-of-state banks that
operate branches in their states and in making sure those branches are operated in

compliance with host state law.,

Overall, the parties will cooperate to assure that each of their material interests,
authorities and responsibilities is fulfilled. -

J




ARTICLE 3. INFORMATION SHARING

Section 3.1. Request for Information.

A state supervisor may at any time request from another state supervisor supervisory
information regarding a state bank operating branches in both states. The request shall be
made in writing by the state supervisor or the supervisor's designee.

A request by a state supervisor should be reasonably specific as to the documents or
information sought. The state supervisor may request items relating to a particular event,
such as a specific examination report, or may make a standing request for all items of a
particular nature or relating to a specific bank.

The state supervisor shall limit its use of information obtained under this Agreement 1o
purposes directly related to its supervisory authonty. :

When a federal bank regulatory agency requests information from a host state, the host
state should defer the request for information to the home state. :

Section 3.2. Providing Information.

The state supervisors shall comply with a request for supervisory information within a
reasonable time to the fullest extent permitted by state law. Supervisory information
protected by federal law shall not be provided until the permission of the appropriate

federal bank regulatory agency is obtained.

Section 3.3. Confidentiality.

Supervisory information shared under this Agreement shall be presumed to be
confidential unless otherwise specified by the originating authority. To the fullest extent
permitted by law, the parties will treat information obtained under this Agreement with
the same degree of confidentiality that applies to the information in the hands of the

originating authority.
Supervisory information shared under this Agreement remains the property of the

]




originating authority and shall not be further disclosed by the recipient without the written .
permission of the originating authority, except as otherwise required by applicable law or

order of a court of competent jurisdiction. Supervisory information obtained under this .
Agreement should be returned or destroyed. '

Section 3.4. Subpoenas.

Before disclosing any supervisory information, a state supervisor shall notify the
originating authority immediately on receipt of a subpoena or other legal process by any
court, legislative body, governmental agency, or any request from another person or
entity not a party to this Agreement seeking disclosure of supervisory information
supplied by the originating authority so that the originating authority may have an
opportunity to challenge the release of the information. Home state and host state
supervisors shall cooperate in the preparation of any memoranda, request for protective
order or pleadings deemed desirable by the originating authority to protect the

confidentiality of supervisory information.

'ARTICLE 4. RESPONSIBILITY FOR EXAMINATION

Section 4.1. Role of Home State Supervisors.

‘To promote a single point of contact, the home state supervisor shall be responsible for

examining its multi-state banks for safety and soundness and compliance with applicable
laws, including coordination with the host state supervisors, the appropriate federal bank
regulatory agency and bank management. The home state supervisor may use host state
examiners to examine for safety and soundness, trust and electronic data processing.

Also, the home state supervisor shall consult with the host state and should use host state
examiners to examine for compliance with host state laws regarding community
reinvestment, consumer protection and fair lending, in those states that have enacted such

laws.

The home state supervisor shall give reasonable notice to each host state supervisor of the
time and scope of an upcoming multi-state bank examination. The home state supervisor
may request the host state supervisors' participation in a multi-state bank examination for
safety and soundness, trust and electromic data processing. In determining when to request




the assistance of the host state supervisors for such examinations, the home state
supervisor shall consider the efficiency of the examination and the interests of the state
banking system. '

The home state supervisor should use host state examiners to examifie for compliance
with host state laws regarding community reinvestment, consumer protection and fair
lending, in those states that have enacted such laws.

The home state supervisor shall designate the examiner-in-charge of an examination of a
multi-state bank. If the home state supervisor participates in an examination program with
the federal bank regulatory agencies, the examiner-in-charge may be an examiner
employed and selected by a federal bank regulatory agency. The examiner-in-charge shall
designate the examination responsibilities of each examiner involved in the examination,
Each examiner involved in an examination shall perform the responsibilities designated
and promptly report the findings to the examiner-in-charge in the form requested,
together with supporting work papers. The home state supervisor shall rely on the
guidance of the host state supervisors in applying host state laws.

The home state supervisor shall compile the examination findings and advise the host
state supervisors of the findings, any follow-up required and any enforcement actions
proposed. The home state supervisor may request the participation of host state
, supervisors before, during and after an examination.

Section 4.2. Role of Host State Supervisors.

The host state supervisors shall provide the home state supervisor with guidance on the
application of state laws and should participate in examinations for compliance with
applicable state community reinvestment, consumer protection and fair lending laws.

When requested by the home state supervisor, the host state examiners may assist in the
safety and soundness, trust and electronic data processing examinations of multi-state
banks and participate in discussions with management and directors to the extent

practicable.

The host state supervisors may keep copies of examination findings and supporting work
papers they create while participating in the home state supervisor's examination. Before
disclosing any supervisory information, the host state supervisors shall immediately
notify the home state supervisor of any subpoena, legal process or other requests for
supervisory information created while participating in the examinations. To provide the

1




home state supervisor with the opportunity to challenge the release of such supervisory
information, the parties shall proceed in accordance with Section 3.4 of this Agreement.

A host state supervisor shall advise the home state supervisor whenever the host state
supervisor has reasonable cause to believe an examination of a branch of a multi-state
bank is necessary due to an emergency. If the home state supervisor is unable to
undertake the examination in a reasonable time, the host state supervisor may conduct the
examination. A host state supervisor who conducts an examination under this provision
shall observe the provisions of this Agreement otherwise governing a home state

supervisor conducting an examination.

Section 4.3. Planning and Scheduling.

Annually, each home state supervisor, in consultation with host state supervisors and the
appropriate federal bank regulatory agency, shall schedule its regular examinations of
home state multi-state banks. Each home state supervisor shall promptly furnish its
schedule for examinations to each relevant host state supervisor together with the home
-~ state supervisor's -anticipated request for host state supervisors' assistance in conducting’

the examinations.

Section 4.4. Efficient Use of State Resources.

If the home state supervisor determines to involve the host state supervisor(s) in an
examination, to facilitate efficiencies in the examination, the supervisors may enter into
separate bilateral agreements governing the sharing of resources and compensation for
services rendered to the extent permitted by the laws of their respective jurisdictions.

ARTICLE 5. ENFORCEMENT ACTIONS

Sectiom 5.1. Home State Notification and Action.

The home state supervisor shall be primarily responsible for initiating enforcement
actions against a multi-state bank. The home state supervisor shall notify all host state
supervisors immediately of any enforcement action, formal or informal, taken against a




multi-state bank. If possible, notification by the home state supervisor will be given in
advance of the enforcement action. Enforcement actions to address violations of host state
laws where possible shall be taken jointly by home state and host state supervisors.




Section 5.2. Emergency Actions by Host State.

Notwithstanding Section 5.1., the host state supervisor may in an emergency, upon.
reasonable notice to the home state supervisor, take any enforcement action against a
branch of a multi-state bank, permitted under host state law. '

ARTICLE 6. APPLICABLE LAWS

The parties recognize that neither home nor host state supervisors may be empowered to
walive provisions of home or host state law directly applicable to multi-state banks or their
branches in host states. To the extent it may assist counsef and judicial authorities in

‘resolving issues of applicable law, however, the parties agree that those issues may be

resolved using the following general principles.

§eeﬁm}76.1,.“.Hgs.t_Sta.te_Law..-l. R

Host state law that applies to the operations of a branch established in the host state by an
out-of-state national bank, shall apply to the operations of a host state branch of & multi-
state bank, including: (i) antitrust law and deposit concentration limits; (ii) community
reinvestment and similar laws; (iii) consumer protection laws, including lending and
usury laws to the extent that laws or court decisions regarding the exportation of interest
rates are inapplicable; and (iv) fair lending or equal credit laws.

3?

For purposes of this Section, the term “out-of-state national ba means a national
banking association that has been organized and is operating pursuant to the National
Bank Act, 12 U.S.C. 21 et seq., and whose main office is located in a state other than the

relevant host state?”

Section 6.2. Home State L.aw.

To the extent that, based on the principles referred to in Section 6.1, host state law is
determined to be inapplicable to particular operations of a host state branch of a multi-
state bank, such operations shall be governed by home state law. In addition, home state
law shail apply generally to the corporate structure and procedures and internal policies of
a multi-state bank including: (i) charter and bylaws; (ii) incorporation and dissolution;




(iii) board of directors and management; (iv) capital; (v) loans and investments; (vi)
common trust funds; (vii) dividends; (viii) indemnification of directors and officers; (ix)

stock and debt; and (x) structure of bank subsidiaries.

Section 6.3. List of State Laws.

Each of the parties may, for purposes of general guidance, supply to the other a list of
state (banking) laws that may be applied to multi-state banks operating within their
borders, indicating which of the parties is responsible for implementing each of the laws.

ARTICLE 7. APPLICATIONS

Section 7.1. Approval Authority.

Unless otherwise expressly provided under host state law, the home state supervisor shall
—have-approval authority over all applications from a multi-state bank.

Section 7.2. Notification to Host State.

The home state supervisor shall provide to each host state supervisor notice of all
applications/notifications relating to facilities of a multi-state bank within their borders
and shall take their views into account in the approval process. Also, when the home state
supervisor reaches a decision in the approval process, the home state supervisor shall
communicate this decision to the host state supervisor. Coptes of - the
applications/notifications will be provided to host state supervisors upon request.

The home state supervisor shall provide to each host state supervisor notice of all
applications/notifications by a multi-state bank to enter into a corporate transaction such
as a merger, acquisition, or change of control and shall take their views into account m
the consideration process. Copies of the applications/notifications will be provided to host

state supervisors upon request.




ARTICLE 8. COMPLAINTS

Section 8.1. Responsibilities.

The home state supervisor and the host state supervisor will agree as to which agency
shall have the primary responsibility for the processing and resolution of consumer
complaints filed against branches of multi-state banks by residents of their respective
states. Information summarizing the volume, nature and resolution of consumer
complaints will be provided by the designated supervisor on at least a quarterly basis.
Instances of serious consumer abuse, violations of law and/or patterns of practice which
cause serious supervisory concerns will be promptly reported and jointly resolved.

Section 8.2. Enforcement Actions.

Any enforcement action resulting from a complaint against a host state branch shall be
taken as provided in Article 5 of this Agreement.

ARTICLE 9. PARTIES

Section 9.1. Representations and Warranties.

Each signatory state supervisor represents and warrants that he or she has all requisite
power and authority to enter into and perform this Agreement and to the extent consistent
with state law, any party acting within the scope of this Agreement shall be deemed to be
acting within the scope of the signatory state supervisor's statutory authority.

Section 9.2 Change in Power or Authority.

In case there is any material change in the power or authority of any signatory state
supervisor to perform this Agreement, such state supervisor shall promptly give notice of

the change to the other state supervisors.

10




ARTICLE 10. EXECUTION, ENFORCEABILITY, OTHER AGREEMENTS
AND TERMINATION

Section 10.1 Execution.

The terms of this Agreement shall become effective when a state supervisor has executed
the original or a counterpart signature page. Also, this Agreement is not intended to be
limited to the original signatories, and other parties may sign after the initial execution of

this document.

Section 10.2. Binding and Enforceable.

This Agreement shall be binding and enforceable on the parties to the extent allowed by
state law.

Section 10.3. Other Agreements.

ThlS Agreement is not mtended to prevent the partxes from entermg other agreements
with individual parties, other bank superwsors or individual banks regarding the subject

' matter of this Agreement.

Section 10.4. Amendment and Termination.

Any party to this Agreement may propose an amendment at any time, but this Agreement
may be amended only by a written instrument signed by each of the signatory state

SUpervisors.

Notwithstanding the preceding paragraph, technical changes to this Agreement that are
necessary or appropriate in light of changes in federal law shall take effect 30 days after
the CSBS Board of Directors has approved such changes and provided written notice
thereof to all signatory state supervisors, in the absence of ObJ ections from any signatory

state supervisor.

Any party to this Agreement may withdraw from the Agreement at any time by giving
written notice of withdrawal or termination to all other parties. The withdrawal of any
party shall terminate the participation of the respective signatory state supervisor 90 days

i
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after the date of withdrawal unless the remaining parties waive the 90 day notice period.
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ARTICLE 11. MISCELLANEOUS

Section 11.1. Captions.

The captions in this Agreement are for convenience of reference only, do not constitute a
part of this Agreement, and shall not affect the meaning or constructlon of any provision

of this Agreement.

Section 11.2. Waijver.

The waiver by any state supervisor of the performance of any provision of this Agreement
shall not invalidate this Agreement, nor shall it be considered a waiver of any other
provision. The waiver by any state supervisor of the time for performing any act required
by this Agreement shall not be considered & waiver of the lime for performing any other

act or an identical act required to be performed at a later time.

Section 11.3. Survival.

In the absence of state law to the contrary, this Agreement shall survive any change in the
identity of the executive in charge of any home or host state bank supervisor.

Section 11.4. Severabilitv..

If any prov1s1on of this Agreement or the application thereof to any person or
circumstances is held invalid or illegal, such invalidity or illegality shall not affect other
provisions or applicatlons of this Agreement which can be given effect without the
invalid or illegal provision or application, and to this end, the provisions of this

Agreement are declared to be severable.
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NATIONWIDE STATE/FEDERAL SUPERVISORY AGREEMENT

This Agreement is made and entered into by and between the Parties. It is not
intended to prevent the Parties from entering into other agreements or arrangements
regarding the subject matter of the Agreement.

I Statement Of Purpose

A.

B.

Goals

The Parties recognize that state-chartered banks will establish interstate-
branches creating a compelling need for enhanced cooperation among
Federal and State regulatory agencies. The goals of the Parties to this
Agreement are to: (1) provide for a seamless supervisory process; (2)
ensure that supervision is flexible and commensurate with the organization's
risk; and (3) minimize regulatory burden and cost. '

Responsibilities

L.

The State Supervisory Authorities that are parties to this Agreement
(collectively the “State Supervisory Authorities”) have endorsed the
Nationwide Cooperative Agreement, dated November 13, 1996,
which governs the supervisory responsibilities among the State
Supervisory Authorities for Multi-State Banks in such states.

The Board of Governors of the Federal Reserve System (the "Board
of Governors™) and the Federal Deposit Insurance Corporation (the
"FDIC") recognize the responsibility of the Home State Supervisor
to coordinate the involvement of Host State Supervisors in the
supervision and examination of Multi-State Banks, as set forth in the
CSBS Interstate Banking and Branching Supervisory Protocol dated

April 20, 1995.

The State Supervisory Authorities, the Board of Governors and the
FDIC have endorsed the State/Federal Supervisory Protocol, (the
"State/Federal Protocol™), which is attached as Exhibit I, and which
outlines the responsibilities of the Responsible Federal Agency and




IL.

Home State Supervisor for a Multi-State Bank. This Agreement
between the Parties implements the State/Federal Protocol and sets’
forth the procedures to fulfill its goals and terms.

Supervision And Examination Process

The Parties agree to adopt and implement the procedures for the supervision and

' examination of Multi-State Banks as set forth in the State/Federal Protocol and, at

a minimum, to take the following steps:

A,

Within 30 days of the date of this Agreement, the Responsible Federal
Agencies and the Home State Supervisors will identify the Multi-State
Banks covered by the supervisory program set forth in the State/Federal
Protocol and this Agreement. On a quarterly basis, this list will be
reviewed and, as needed, updated.

Within 60 days of the date of this Agreement, the Responsible Federal
Agency and the Home State Supervisor will each designate a Primary
Contact Person for each of the subject Multi-State Banks. Among other
things, these individuals will jointly coordinate ‘the supervisory and
examination responsibilities of their respective agencies according to the
principles of the State/Federal Protocol and this Agreement. The
Responsible Federal Agency and the Home State Supervisor and the
Primary Contact Persons, in particular, will take the necessary steps to
ensure that the goals of the State/Federal Protocol and this Agreement,
including a risk-focused, seamless supervisory process, are achieved.

The Primary Contact Persons will develop and, as needed, update a written

* comprehensive supervisory plan that covers an agreed upon period and

provides for an effective and efficient supervision process tailored to the
Multi-State Bank's organizational structure and risk profile. In developing
and updating the comprehensive supervisory plan, the Responsible Federal
Agency and the Home State Supervisor will consider the views of the Local
Federal Reserve Banks, the Local FDIC Regional Offices and the Host
State Supervisors, as appropriate. The comprehensive supervisory plan will

include:

1. = A risk assessment of the organization;

~J




2. The examination plan described in Section II.D. of this

Agreement;

3. Schedules for examination planning meetinés;

4. Estimated resource requirements for conducting on-site
examinations;

5. Review and assessment of pending issues, such as the status

of applications and compliance with enforcement actions;

6. Off-site monitoring plans; and

7. Such other matters as are necessary to promote the safety and
soundness of the organization.

D. The Primary Contact Persons will ensure that, as part of the comprehensive
supervisory plan, a written examination plan is developed that details the
type, timing and location of on-site safety and soundness and specialty’
examinations. The examination plan will take into consideration the risk
profile of the organization, its structure, and managerial preferences
concerning certain aspects of the examination process (i.e., a preference for
a series of target examinations versus a preference for all on-site
examinations to be conducted simultaneously), and each agency's on-site
examination cycle mandates. In tailoring the supervisory program, the
examination plan will take into consideration the organization's internal

control/compliance functions, as well as the external audit, as appropriate.

E. Safety and soundness examinations will generally be conducted on a joint
basis.> A joint examination will be conducted by an examination team
comprised of representatives from both agencies which will issue a single

examination report.

F. Notwithstanding the above provisions, the Responsible Federal Agency or

! Trust, Information Systems, and Consumer Affairs®fCRA Examinations,

This is not intended to supersede existing Alternate Examination Programs ("AEP"), An AEP examination will be conducted by
either the Responsible Federal Agency or the Home State Supervisor, which will also issue the examination report.




the Home State Supervisor may conduct Independent or special
examinations in exceptional circumstances.® The regulator initiating the
independent or special examination will make every effort to provide
appropriate notice to the other regulators prior to <ommencing the

examination.

The Responsible Federal Agency and the Home State Supervisor may agree
to have one examiner-in-charge (the "EIC") or may each assign a co-EIC to
manage the on-site, joint examination. All necessary steps will be taken to
ensure that all aspects of the examination process are fully coordinated and
that duplication is avoided.* ‘

~The Primary Contact Persons and/or the EICs, as appropriate, will meet to:

1. Develop the examination focus and scope;

2. Develop procedures for compiling off-site and on-site
examination-related information;

3. Develop a joint entry letter to be sent in a timely manner prior
to the start of the examination that requests essential
information and materials, preferably internal bank reports,
for off-site review, thereby minimizing on-site efforts and

their associated burden;

4.  Determine appropriate staffing levels and assign
responsibilities for examination staff;

5. Develop procedures for coordinating information requests
during the examination;

6.  Schedule meetings with management; and

7. Determine a format for the examination report and assign
responsibilities for writing and processing the examination

For exarmpte, where there is significant safety and soundness risk.

Steps will also be taken 1o avoid duplication in specialty examinations. The procedures described herein will apply when

appropriate.

!




H.

report, including timeframes for completion, as required by
Sections IL.H. and ILI of this Agreement.
All examiners involved in an examination will perform the responsibilities
assigned and promptly report the findings, -‘conclusions and
recommendations in the form requested, together with supporting papers to
the EIC or their agency's co-EIC.

The examination report will be prepared using an agreed-upon format and
will be forwarded to the institution within 45 calendar days from the close
of the examination, which is the date of the exit interview with
management. The exit interviews will take place within 15 calendar days

from the close of all on-site activities.

IIl. Supervisory Actions

A.

The Parties will, in all cases, consult one another regarding investigations
and supervisory actions involving a Multi-State Bank.

When the Responsible Federal Agency and the Home State Supervisor
jointly deem that a follow-up supervisory action against a Multi-State Bank
is warranted, both agencies will consult one another and coordinate the

drafting and implementation.

IV. Supervisory Information

A

Consistent with the goal of seamless supervision, any information provided
by a Party to another Party will be treated as confidential supervisory
information, unless otherwise specified by the providing Party, and will
remain the property of the providing Party. A Party will use confidential
supervisory information only for purposes directly related to its supervisory

responsibilities.

The Responsible Federal Agency may disclose to Local Federal Reserve
Banks or Local FDIC Regional Offices confidential supervisory
information obtained from Home State Supervisors if such disclosure is
directly related to the Local Federal Reserve Banks' or Local FDIC
Regional Offices’ responsibilities. Similarly, Home State Supervisors may

h




disclose to the Host State Supervisors confidential supervisory information
obtained from Responsible Federal Agencies if such disclosure is directly
related to the Host State Supervisors’ supervisory responsibilities.
Whenever a Party receives an access request from another federal or state
administrative agency, or a subpoena, discovery request or other legal
process that would require the disclosure of confidential information
obtained from the other Party, the Party will promptly notify the providing
Party. Except as provided in Section IV.B. of this Agreement, and unless
the providing Party consents to the disclosure or the disclosure is required
by law, regulation, court order or other legal process, no Party will disclose
to another person, agency or entity (other than the subject organization)
confidential supervisory information obtained from the other Party without
furnishing prior notice to the providing Party. As appropriate, the Parties
will cooperate in the preparation of any memoranda or pleading deemed
desirable by the Parties to protect the contidentiality of the information.

V.  Applications

A.

The Responsible Federal Agency and the Home State Supervisor have
primary responsibility for processing any application submitted by a bank
as required under Federal and State law, respectively.

1. When available, similar (if not identical) applications forms will be
used for applications required by both Federal and State law.

2. For applications’ required by both Federal and State law, the
Responsible Federal Agency or the Home State Supervisor will
promptly exchange copies of any applications received. Whenever a
Multi-State Bank has submitted an application only to the
Responsible Federal Agency or the Home State Supervisor, the party
receiving the application will promptly provide a copy of the
application to the other party. Where appropriate, the Responsible
Federal Agency and the Home State Supervisor will jointly
coordinate any requests for additional information from the applicant
and will share any changes to the application submitted by the

applicant.

3. The Responsible Federal Agency and the Home State Supervisor




VIIL.

will each reach a decision regarding their respective application and
will communicate this decision to the applicant and to each other in a
timely manmner.

The Responsible Federal Agency has authority for all applications required
by Federal law, and will promptly furnish the Home State Supervisor with a

copy of the decision.

The Home State Supervisor has responsibility for the coordination of all
applications required by State law, and will promptly furmish the
Responsible Federal Agency with a copy of any Home or Host State
decision,

Resolution Of Significant Differences

The Parties will make every effort to resolve any significant differences

A.
concerning the supervision of Multi-State Banks.

B. In those matters where, despite their best efforts, the Primary Contact
Person cannot resolve a significant difference concerning the supervision of
Multi-State Banks, the matters will immediately be referred to the
appropriate senior officials of the Responsible Federal Agencies and the
Home State Supervisor.

Miscellaneous

A. Whenever this Agreement provides for a notice to be given to a Party, the
notice will be given in writing.

B. A Party may terminate this Agreement by giving notice to the other Party.
The terminations shall be effective 90 days after the date of the notice.

C. This Agreement may be amended only by a written instrument signed by

~ each of the Parties.

D. This Agreement may be executed in counterparts and shall become

effective when all parties have executed the original or a counterpart




signature page.

This Agreement is not intended to be limited to the original signatories and
other Parties may sign after the initial execution of this doeument.




VIIL. Definitions

@

"Home State" means the state where a state-chartered, Multi-State Bank 1is
chartered.

"Home State Supervisor" means the bank supervisory agency of the Home
State of a Multi-State Bank. :

"Host State" means a state other than the Home State of a Multi-State Bank
where the bank maintains a branch.

"Host State Supervisor" means the bank supervisory agency of a Host State
of a Multi-State Bank.

"Loeal FDIC Regional Office" means a FDIC regional office other than the
region of the Responsible FDIC Regional Office where a nonmember,
Multi-State Bank maintains a branch.

"Iocal Federal Reserve Bank" means a F ederal Reserve district other than
the Responsible Reserve Bank's district where a member Multi-State Bank

maintains a branch.

mMulti-State Bank" means a state-charter bank that operates a branch or
branches in a state other than its Home State. '

"Party" and “Parties” means the signatories to this Agreement. With respect
to Sections IV and VI of this Agreement the terms “Party” and “Parties”
include the Federal Reserve Banks.

"Responsible FDIC Regional Office" means the FDIC regional office with
responsibility for coordinating the FDIC's supervision process for a state

nonmember bank.

"Responsible Federal Reserve Bank" means the Federal Reserve Bank with
responsibility for coordinating the Federal Reserve's supervision process for

a state member bank.




"Responsible Federal Agency" means either the Responsible Federal
Reserve Bank or Responsible FDIC Regional Office for member or
nonmember Multi-State Banks, respectively.
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Signed:

of:
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I

STATE/FEDERAL SUPERVISORY PROTOCOL

Statement of Purpose and Applicability

The overall purpose of this Protocol is to outline a basic framework
for supervising state-chartered banks with interstate branches.
Accordingly, the goals and guiding principles of this Protocol apply to
any multi-state, state chartered bank.! The extent to which the
specific elements will apply depends upon the size and complexity of
the subject bank; all elements would normally apply to interstate
banks with total assets over $1 billion.

I Goals and Guiding Principles

A. The goals of the Board of Governors of the Federal Reserve System
{the "Board"), the Federal Deposit Insurance Corporation (the "FDICT)
and the State Banking Departments are to promote the safety and
soundness of financial institutions; to supervise and examine in a
seamless, flexible and risk-focused manner; to ‘minimize regulatory
burden and expense; and to foster consistency, coordination, and '
communication among the appropriate Federal and State regulators.

B. To achieve these goals, the Board, the FDIC and the State Banking
Departments resolve to:

1. Coordinate the supervisory pfocess to achieve a seamless and
flexible regulatory program for state-chartered banks with a
multi-state presence.

a. Recognize the Home State Supewism'2 as the single point
of state contact for a particular interstate bank
consistent with the CSBS Protocol adopted April 20,
1998. The Responsible Federal Reserve Bank and the

1 The most fundamental objectives of the Protocol, i.e. coordination, flexibility, and consistency, would

apply to any state chartered bank.

z See appendix for definitions.




Responsible FDIC Regional Office, respectively, wiil
coordinate primarily with the Home State Supervisor for
state member banks and state nonmember banks.®

2. Develop a supervisory program that is tailored to a bank's
condition and risk profile and that specifically recognizes and
addresses its unique characteristics.

3. Coordinate fully the applications process by promoting
consistency in approach and developing common forms.

4. Provide information to a multi-state bank as to the laws and
regulations governing its operations and the general regulatory
policies and standards applicable to its supervision process.

if.  Supervisory Process

A. Supervisory Plan

1. The Home State Supervisor and Responsible Federal Agency
will each identify a specific individual responsible for developing
and coordinating the supervisory process for each state
chartered bank operating in more than one state. These
individuals will, among other things, serve as the liaison with
bank management and will ensure that the principles of this
Protocol are achieved.

2. The Home State Supervisor and Responsible Federal Agency
will jointly develop and update, as needed, a comprehensive
supervisory plan covering an agreed upon planning horizon for
each bank. This plan will take into consideration the bank's
organizational structure and risk profile.* It will address the
schédu!ing and timing for safety and soundness and specialty
examinations® and/or targeted reviews, off-site monitoring

. programs, and meetings with bank management.

3 In bank holding companies with multiple state-chartered subsidiary banlts, the Responsible Federal

Reserve Bank for the holding company will coordinate with the appropriate parties to ensure the principles of this Protocol
are applied on a consolidated basis.

4 in developing the risk based supervisory plan, consideration will be givén to the degree of reliance that
can be placed on the institution's internal control/compliance functions, as well as external audit, as appropriate.

5 For example, Trust, Information Systems and Consumer Affairs/CRA Examinations.




3. The Home State Supervisor and Responsible Federal Agency
will take all necessary steps to implement the supervisory plan
and will coordinate with Host States and Local Federal Reserve
Banks or Local FDIC Regional Offices. ’

B. Examinations
1. The over-riding goal of this Protocol is to minimize regulatory
burden and maximize efficiency by conducting joint or
alternating examinations.®

2. The scope of on-site examinations will be jointly developed
during the pre-examination period for joint examinations. The
Home State Supervisor and Responsible Federal Agency will
consult, as appropriate, on the scope of alternate examinations.
The scoping process will focus on ensuring examinations are
risk-focused.

3. Based on this planning, the Home State Supervisor and
Responsible Federal Agency will prepare a-single joint entry
letter for joint examinations. With an emphasis on reducing
regulatory burden, entry letters for both joint and alternate
exarinations will request information critical to the examination
process or off-site evaluation, thereby minimizing on-site
efforts.

4. The Home State Supervisor and Responsible Fedéral Agency
will coordinate off-site and on-site examination work and will
make every effort to avoid duplicative information requests.
Examiners will coordinate requests for critical information
related to centralized functions, such as risk management or
credit review, that cross legal entity lines.

5. For joint examinations, the Home State Supervisor and
Responsible Federal Agency will prepare a joint examination
report that clearly and concisely identifies supervisory issues
and any required corrective action.”

& Joint examinations will normally be used for the larger, more complex organizations; alternate

examinations are generally reserved for small organizations,

For examinations conducted under the alternating program, the agency conducting the examination wili

| prepare the examination report.
}
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Supervisory Actions

1.

The Home State Supervisor and Responsible Federal Agency
will, in all cases, consult one another regarding superv:sory
actions.

When the Home State Supervisor and Responsible Federal
Agency jointly deem that a follow-up supervisory action is
warranted, both agencies will take any necessary steps to
develop and implement a joint action.

Ifl. Communications

A.

B.

The individuals designated by the Home State Supervisor and
Responsible Federal Agency as responsible for a particular bank will
take all necessary steps to facilitate clear communication and
information sharing in order to reduce burden on the institution and to
keep each other informed of developments pertinent to supervision of
the bank.®

Nothmg in this Protocol preempts any statutory or regulatory
obligation of a bank to provide specific information or file required
reports with a Federal or State supervisor.

IV. Applicable Law

A.

The Board, the FDIC and the State Banking Departments recognize
they may not necessarily be empowered to waive provisions of Home
or Host State law directly applicable to multi-state banks or their
branches in Host States. However, to assist multi-state, state-
chartered institutions and their counsel in resolving issues of
applicable law, the Board, the FDIC and the State Banking
Departments agree that these issues may be addressed using the
following general principles.

1.

Host State law shall apply generally to the operations of a
branch of a multi-state bank in the Host State including: (i)
antitrust law and deposit concentration limits; (ii) community
reinvestment and similar laws; (iii) consumer protection laws,

8

As appropriate, the Responsible Federal Agency and Home State Supervisor will take any necessary steps
to communicate with Local Federal Reserve Banks/FDIC Regional Offices and Host State Supervisors, respectively.




including lending and usuary laws to the extent that laws or
court decisions regarding the exportation of interest rates are
inapplicable; (iv) fair lending or equal credit laws; and (v) other
operational matters where competitive equality with host state
banks may be an issue.

Home State law shall apply generally to the corporate structure
and internal policies and procedures of a multi-state bank
including: (i} charter and bylaws; (i) incorporation and
dissolution: (i) board of directors and management; (iv) capital;
{v) loans, lending limits and investments; (vi} common trust
funds; (vii) dividends; (viii) indemnification of directors and
officers; (ix} stock and debt; and (x) structure of bank
subsidiaries.

These provisions are not intended to supersede any cooperative
agreements between the states.

V. Applications

A. The Home State Supervisor and the Responsible Federal Agency will
closely coordinate on all applicable applications matters.

1.

The Home State Supervisor and the Responsibie Federal
Agency will take all appropriate actions to ensure that
applications filed by multi-state banks are processed in a
coordinated and timely fashion by their respective agencies.

Commgon abplications forms and applications requirements,
such as concurrent processing periods, will be developed to the
extent practicable under State and Federal law.

To the extent that applications forms differ, the Home State
Supervisor and the Responsible Federal Agency will accept
needed information contained on the other agency's forms,
where practicable. '




Definitions and Abbreviations

@

APPENDIX

4

"Home State" means the state where a state-chartered, multi-state
bank is chartered.

"Home State Supervisor” means the bank super;‘visory agency of the
Home State of a muiti-state bank. : :

"Host State"” means a state other than the Home State of a bank
where the bank maintains a branch.

"Local FDIC Regional Office” means an FDIC regional office, other
than the Responsible FDIC regional office, where a state nonmember
bank maintains a branch.

"Local Federal Reserve Bank" means a Federal Reserve district, other
than the Responsible Reserve Bank's district, where a member Multi-
State Bank maintains a branch.

"Responsible FDIC Regional Office” means the FDIC regional office
with responsibility for coordinating the FDIC's supervision process for
a state nonmember bank,

"Responsible Federal Reserve Bank" means the Federal Reserve Bank
with responsibility for coordinating the Federal Reserve's supervision
process for a state member bank.

"Responsible Federal Agency" means either the Responsible Federal
Reserve Bank or Responsible FDIC Regional Office for state member
banks and state nonmember banks, respectively.
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AGREEMENT NATIONAL CREDIT UNION
ADMINISTRATION

February 5, 1997

Commissioner of Financial Institutions

Government of Puerto Rico

Centro Europa, Bldg. w %
1492 Ponce De Leon Ava., Suite 600 - 5o
San Juan, Puerto Rico 00807-4127 & PIE
. R = L
| s She
Dear Mr. O'Neill: g ZIIOB-
FTY o ey 100
| - ® gpst
We appreciate your signing the Consumer Protection Agreement, and we have + ggﬁ
enclosed a copy of the agreement with the appropriate signatures. o Fd
) ' T
Concerning the agreed-upon training, NCUA Supervision Analyst Joe W. Ostrowidzki is
developing a presentation for members of your staff and PROSAD-COOP relating to
our Automated Integrated Regulatory Examination System (AIRES). He is coordinating
this training with Joe Garcia and José Lazarc of PROSAD-COOP. We understand Joe
and José will commumcate the tralmng details with the appropriate members of your
staﬁ
In addition, an NCUA employee wull communicate with your staff shortly to coordinate
HMDA and TISA training. We expect to complete these training programs within the 90
day time-frame agreed upon.
If you have any questions, please contact our division of supervision at (770) 386-4042.
Sincerely, -
H. Allen Carver -
Regional Director R
e
Enclosure '
cc:  Carlos E. Beck, Ill, Executive President
- Corporacion de Seguro de Acclones y Depésitos de
Cooperativas de Ahorro y Crédito “PROSAD-COOP®
P.O. Box 195449 - :
San Juan, PR 009198-5449

7000 CENTRAL PARKKWAY. SLITE 1R00
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TIONAL CREDIT UNION ADMINISTRATIL.
REGION It

CONSUMER PROTECTION AGREEMENT
BETWEEN NATIONAL CREDIT UNION ADMINISTRATION (NCUA)
AND COMMONWEALTH OF PUERTO RICO .
COMMISSIONER OF FINANCIAL INSTITUTIONS (CFI)

NCUA has enforcement authority for several consumer compliance regulations for all
credit unions. Fulfillment of the consumer compliance enforcement responsibilities for
Commonwealth-chartered credit unions shall be completed through agreement with
'CFl. Through this agreement CFl agrees to review, at all credit union examinations,
compliance with the following consumer protection regulations:

e Home Mortgage Disclosure Act (HMDA) - HUD Reg. C'
¢ Truth in Savings Act (TISA)?

The following represents CFI's responsibilities regarding procedures for determining
consumer compliance in credit unions:

1. The CFl examiner shall compléte the applicable checklists for both HMDA and TISA
during the examination. The CFi shall maintain these checklists in CFl files for a
period of at least 36 months from the date of the examination.

2. CFl examiners shall document any identified problems/deficiencies in the
examination report and the actions the credit union plans to initiate to resolve the

situation.

3. CFl shall forward the consumer compliance portion of all examinations, including
completed checklists, corrective agreements and similar documents, to the NCUA

Region Il (Atlanta) office on a flow basis.

The following represents NCUA's responsibilities regarding consumer compliance for
Commonwealth-chartered credit unions: _

1. NCUA shall provide initial and ongoing training to CF| examiner staff regarding each
of the consumer compliance statutes for which compliance is required by
Commonwealth-chartered cradit unions.

2. NCUA shali provide appropriate checklists, forms, reference material and periodic
updates regarding each regulation for which compliance is examined.

! Note: Effective 1/1/97, HMDA applies only if:

a. a home or branch office is in a Metropolitan Statistical Area (MSA). -

b. The credit union is at least $28 million in assets as of December 31 of the previous year.

¢. The credit union originated at least one firsi-lien home purchase, or fefinafice, on a one-to-four family dwelling

in the previous calendar year.
2 Note: Applies o all credit unions with assets is excess of $2 miltion.
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~ Puerto Rico Consumer Protection Agresment
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1. NCUA shall provide advice and-guidance to CFI staff concermng questlons and
issues related to consumer compliance issues.

2. In the event a compliance problem is identified and the credit union is unable or
unwilling to take corrective action, NCUA shaill:

o Review the situation
Determine what further action, if any, is needed.
e Notify CFI and the credit union of the determination

The designated agency directors or their respective successors shall agree in wntmq to
any future changes to this agreement

This agreement shall remain in effect until either party cancels |t upon 30 days prior
written notice. S IFaVa'alWa

H. Allen wer |

ph F O Nem

ommissioner of Financial Institutions Regional Director
C_ommonwealth of Puerto Rico National Credit Union Administration
&/'f v ‘.cff./ /;‘1 } 4{‘7 ;
Date / /
5\Word\SSAPR-Agre3

AN FEMTEAL BDABKWVLY RUITE 1040 ATLANTA. QEORGIA 30328 770-388-4042 / FAX 608-8211
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cc. Joe Garcia, Assistant Vice President
Corporacidén de Seguro de Acciones y Depésitos de
Cooperativas de Ahorro y Crédito “PROSAD-COOP”
P.O. Box 195449
San Juan, PR 00919-5449

José Lazaro, Assistant Vice President

Corporacién de Seguro de Acciones y Depésitos de
Cooperativas de Ahoiro.y Crédito “PROSAD-COOP”
P.O. Box 195448 '

San Juan, PR 00919-544%

Office of E&I
General Counsel
ARDO Hombrook
ARDP McCollum
SE Bolduc

SA Ostrowidzki

DOSWWOjo
SSIC # 3330.PR

ssalprihi.doe




